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Competition, Cooperation, and Monopoly 
The problems of economic freedom vs. monopolistic controls, of the rise of private collective organi- 
zation, and of the relation of government to economic activities stem largely from the ever-changing 
mixture of competition and cooperation in our economic life. These problems concern us all. They 
have ethical as well as political and economic content. 


During the past 25 years, most notably, there has been 
a vigorous reexamination of traditional “orthodox” eco- 
nomic theory in the light of changing economic realities— 
also with increasing concern about the social impact and 
the moral standards of economic activities. 


Rise and Decline of Laissez-faire 


Through most of the nineteenth century orthodoxy 
held that the irresponsible self-interest of individual en- 
terprisers competing in a free market was the key to eco- 
nomic and social progress. The free choices of buyers and 
sellers provided adequate regulation—with a minimum 
amount of protection or “umpiring” by government. The 
economic and social development of the United States, 
with its unusual degree of laissez-faire, was cited as a 
shining example. Indeed the laissez-faire theory seemed 
to fit the requirements of a new country with expanding 
markets and vast undeveloped resources, and of a people 
who cherished individual freedom and independence 
(though with some racial limitations). 

Complications arose, however, even early in the nine- 
teenth century. The “free market” could not be kept open 
to unrestricted trade in foreign goods if manufacturing 
industries were to have opportunity to develop, as the na- 
tional interest required. A protective tariff was set up to 
meet their need of security against foreign competition. 
Then the progressive introduction of new machines and 
new sources of power, new means of transportation and 
communication, and other accompaniments of the indus- 
trial revolution transformed the economic activities of the 
people. By the end of the century most of the “gainfully 
employed” were engaged in enterprises that required pool- 
ing of capital, collective organization, and increasing divi- 
sion of labor. The “free market” for goods and services 
was affected in many ways. 

About the mid-century the corporation began to be 
widely accepted as the form of organization best adapted 
to meet the requirements of collective enterprise. Eventu- 
ally it gained judicial recognition as having the status of 
a legal “person.” Competition of corporations for control 
of the market for a commodity or product, for the traffic 
of a region, and for other advantages was somewhat differ- 
ent from the type of competition carried on by individual 


enterprisers in a free market, if only in the scale of its 
operation. It tended to the emergence of monopolies or 
monopolistic control by cooperation or combination of 
corporate competitors. Why let cut-throat competition 
between companies ruin an industry, if cooperation may ~ 
avoid it? This was an appropriate and reasonable ques- 
tion. And the “free market” for labor became less free 
for employes as the disparity of bargaining power wid- 
ened. Workers sought cooperation in unions to remove 
the difficulties and futilities of individual competition of 
employes in their relations to the buyers of their labor. 
Farmers, too, began to combine for security against the 
collective buyers or sellers with whom they had to deal or 
against the vagaries of supply and demand. 


Can Competition and Cooperation Be Balanced? 


Thus cooperation of one sort and another has come to 
overshadow individualism in economic enterprise, to re- 
duce the “free market” as a regulator of prices, and to 
weaken the assumptions of laissez-faire economics. And 
naturally government, pressed by one group and another 
to check abuses of either competition or cooperation to re- 
duce competition, has taken an increasing part in the regu- 
lation of economic activities. The old economic orthodoxy 
has largely passed—though there is still “a small but ve- 
hement group of almost uncontaminated advocates of 
virtually pure laissez-faire,”! as illustrated in “economics 
in a nutshell” pamphlets and advertisements. 

“Competition,” remarks Professor Clark,? “is an out- 
standing example of an institution that nearly everyone 
approves, yet almost no one carries his approval through 
consistently. This is partly a case of the familiar double 
standard—competition for the other fellow, protection for 
me—but it is only partly that. . . . Competition has two 
opposites, which we may call monopoly and security. .. . 
Nearly everyone favors competition as against monopoly, 
and wants it limited in the interest of security.” He finds 
competition “our main safeguard against exploitation. . . 
We may have to set limits on competition, but we can’t 
afford to abolish it. It stimulates production ; and, if it is 


1D. M. Wright, in A Survey of Contemporary Economics, Amer- 
ican Economic Association, Philadelphia, Blakiston, 1949. 


2J. M. Clark, Alternative to Serfdom, New York, Knopf, 1948. 
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reasonably equal and fair, it safeguards distribution 
against the building up of privileged classes.” 

While competition or rivalry is inherent in the nature 
of social life and deemed essential to social progress, so 
also is cooperation. The achievement of a balance that 
will combine freedom, justice, and efficiency in such mea- 
sures as will serve our social goals is a quest that provokes 
endless discussion of ways and means. Some recent sur- 
veys of the American economic scene, with recommenda- 
tions based on those surveys, are timely contributions to 
this end. 


Free Enterprise vs. Monopoly Extensively Surveyed 


The Twentieth Century Fund has recently published a 
survey® of the American economy, “with emphasis on the 
relation of concentrations of economic power to the theory 
and practice of free enterprise. It shows how competitive 
forces have in specific instances been limited by American 
business concerns and, in certain fields, by legislation. . . . 
It then examines the attempts of government at controlling 
economic practices.” The survey was made for the Fund’s 
Committee on Cartels and Monopoly by a research staff 
headed by George W. Stocking and Myron W. Watkins. 
A chapter of 38 pages is added which contains the report 
and policy program of the Committee itself, whose chair- 
man is James M. Landis, former dean of Harvard Law 
School and later chairman of the SEC. 

This book is a mine of readable information about the 
changing structure of the American economy, the de- 
velopment of monopoly and monopolistic practices (in- 
cluding the practical elimination of price competition) in 
many fields of industry, conflict between the demands for 
economic freedom and economic security, and the shifting 
of public policy to meet changing conditions. 

“Business leaders,” say the authors, “have recognized 
that a diversity of interests among rival sellers may lead to 
effective competition even in markets in which there are 
only a few sellers.” To avoid mutually disadvantageous 
price competition, they “have frequently sought security 
in concerted action.” They “have tried to develop a busi- 
ness morality that makes price cutting taboo . . . to lead 
their associates to see the futility of unrestrained compe- 
tition. .. . The new canons of business behavior approved 
a variety of specific devices designed to prevent price com- 
petition and standardize business practices. Business 
groups resorted to price leadership, resale price mainte- 
nance, competitive advertising, trade association activities, 
basing point and other delivered pricing systems, and the 
like, in an effort to prevent the readjustments that eco- 
nomic progress entails and effective competition compels 
. .. to free business from the control by the automatic 
forces of the market and to subject the market to the de- 
liberate guidance of businessmen.” Trade practices in 
various industries are described to confirm this over-all 
judgment—at least as to those industries. 


In Agriculture and Labor 


The authors believe that “agriculture is . . . foredoomed 
to lag behind in a generally advancing economy.” They 
hold that “subsidizing farmers prevents” the squeezing 
out of surplus labor into industry and commerce. Nor 
do they find justification for uneconomic subsidies in the 
argument for preserving inefficient farming as a “way of 
life.” For “one of the menacing consequences of opening 
the public treasury to the economic support of any group 


3 Monopoly and Free Enterprise. The Twentieth Century Fund, 
New York, 1951. 610 pp. 


—on noneconomic grounds—is that it encourages other 
special-interest groups to seek similar treatment. In a 
democratic polity few vested interests will magnanimously 
forgo the implied invitation to come and get it when the 
government starts dispensing largess. In the pull and tug 
of politics some groups may win bigger bounties than 
others. But no matter which special interest wins in such 
a scramble for plunder, society loses.” 

Organized labor likewise comes in for criticism. 
“Unionism and collective bargaining have doubtless 
brought concrete gains both to labor and to the commu- 
nity. But the power of unions may be abused. Unions 
sometimes do more than put employes on a par with em- 
ployers in settling the terms of employment. Often they 
coerce unorganized labor and impose on employers mo- 
nopolistic restraints and exactions at the expense of farm- 
ers, white-collar workers, small businessmen, and profes- 
sional people. The public interest is jeopardized no less 
by monopoly power in the hands of organized labor than 
in the hands of organized business. . . . 

“Even when trade unions do not use their power direct- 
ly to control output and prices, they may interfere with 
the effective operation of a competitive economy. Feather- 
bedding, blocking the introduction of labor-saving devices, 
and limiting output are among the . . . monopolistic abuses 
to which organized labor sometimes resorts. .. . 

“But even pure and simple collective bargaining by a 
powerful union negotiating wages on an industry-wide 
basis may prevent effective competition. This is a dis- 
agreeable fact for all trade-union sympathizers, but one 
they must face. With the leverage that a union obtains 
from disciplined organization of all employes in an indus- 
try, collective bargaining tends to make rigidly uniform 
one of the most important elements of cost. It thereby 
tends to narrow the area within which competition can be 
effective and to prevent the readjustments in the use of 
resources that competition must make if it is to perform 
its proper functions.” 


In general, “if society is to rely on private enterprise to 
serve it, all obstacles to its competitive operation must be 
clearly recognized and rigorously repressed, however 
sacred may be the vested interests at stake. In its own 
interest, the public cannot tolerate private groups—either 
labor or business—strong enough to control markets and 
disrupt the economy. Monopoly power, in labor’s hands 
or capital’s or jointly exercised, is inimical to the general 
welfare and to democracy.” It should be added, however, 
that the authors recognize elsewhere the advantage of pub- 
licly regulated private monopoly in certain fields. 


The Committee Recommends 


The report and specific recommendations of the Com- 
mittee on Cartels and Monopoly present an independent 
view of the problems treated in the earlier chapters, but 
do not controvert the survey in any important particulars. 
They arrive at the same general conclusion that the Amer- 
ican antitrust policy, represented in the Sherman Act of 
1890 and the Clayton and F.T.C. Acts of 1914, should be 
continued—with strengthened provisions and improved 
administration. “The maintenance of competition, by and 
large,” the Committee says, “may now be taken as a set- 
tled objective of national policy.” 

Pointing out the shortcomings and exceptions in past 
antitrust policy, they advocate repeal or modification of 
exemptions now granted to particular groups: (1) the 
Webb-Pomerene Act, granting exemption to export trade 
associations; (2) the Miller-Tydings Act and the so-called 
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state “fair-trade” laws, which forbid retailers to compete 
in prices of trade-marked goods; (3) the Robinson-Pat- 
man Act, in so far as its provisions “are inconsistent with 
the general principle that differences in price should not 
be disproportionate to differences in cost” ; (4) the amend- 
ments to the Sherman Act that grant immunity to labor 
for “restraint of trade in other markets” than those in 
which it sells its services—whether “imposed by workers 
acting alone, by employers and workers acting together, 
or by employers acting alone”; (5) the agricultural mar- 
keting agreements legislation, by adding provisions for 
effective consumer representation and for terminating 
agreements that operate contrary to the public interest. 

Some of the other recommendations may be briefly sum- 
marized. As to the problem of size of existing corporate 
concentrations, “recognition should be given to the prin- 
ciple that great size, involving substantial concentration, 
will be permitted if it can be justified in terms of per- 
formance in the public interest, prohibited if it cannot.” 
Coordination of antitrust enforcement between the F.T.C. 
and the Department of Justice should be effected, penalties 
for violation increased, and prosecution procedures im- 
proved. Tariffs that shelter domestic monopolies should 
be reduced, obstacles to the movement of goods between 
the states should be removed, and codes and regulations 
“designed to keep outsiders from entering local markets 
should be repealed. Patent laws should be revised; roy- 
alty-free licensing should be required” under suitable cir- 
cumstances; and non-used patents opened to the use of 
anyone at reasonable royalties. Sellers should be required 
to furnish buyers with complete and accurate information 
as to the goods offered—beyond the present practice. Ob- 
stacles to the development of small business should be 
removed, as far as possible, by appropriate tax adjust- 
ments and encouragement of the establishment of facilities 
such businesses need—‘“‘without imposing artificial handi- 
caps on their larger competitors.” 


A Discriminating Dissent 


The report includes dissents by one or another member 
of the Committee to a few statements and recommenda- 
tions. A portion of one dissent, by Frank M. Surface, 
may be quoted here: 

“American antitrust legislation, which has no counter- 
part in other countries, has unquestionably contributed 
greatly to the remarkable development of our economic 
system. The principles and policies embodied in these 
laws should be continued and enforced. But in the hurly- 
burly of everyday competition there will always be some 
who overstep the boundaries set by these laws and their 
interpretation by the courts. It is the proper function of 
the government to protect the competitive system by pre- 
venting such actions and by punishing transgressors. . . . 

“Tt seems to me that much of our theoretical thinking 
is based on what happened in the latter part of the nine- 
teenth century and the early part of the twentieth. At 
that time we were, to a large extent, in a pioneering stage 
with large geographical frontiers to be developed. Busi- 
ness at that time was pretty rough-and-tumble and many 
things were common practice that would not be tolerated 
by present-day management. We have passed to a more 
mature stage where the fierce struggle to conquer a geo- 
graphical frontier is no longer so insistent. Time and op- 
portunity have become available for more concern with 
social values and for a consideration of ultimate effects. 
Modern business management has not lagged so far be- 
hind in this as some of its critics think. . . . 
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“True, there are problems to be solved, and there always 
will be, but there is a big question in my mind whether 
certain of the remedies proposed in the foregoing Com- 
mittee report might not prove to be more destructive than 
constructive in relation to the dynamic quality of our pres- 
ent economy that is the envy of the rest of the world. 
There are grave dangers in hedging and limiting big en- 
terprises, which have been so large a factor in making our 
American economy what it is today.” 


Another Economic Staff's View 


“Antitrust policy,” say D. M. Keezer and McGraw-Hill 
economic associates,* “should be aimed at these goals: 

“1, Preventing outright collusion. Successin that 
would eliminate agreements among competitors to fix 
prices, restrict output, or block technical progress. 

“2. Blocking attempts by big companies to undermine 
the independence of smaller companies by taking over too 
large a share of the market, or by such devices as patents 
or control of raw materials. 

“3. Breaking up big companies in any industry where 
they block effective competition by dominating smaller 
companies or by checking technological development. 

“In carrying out these policies, the government will 
tread heavily on the toes of many businessmen. . .. In a 
dynamic and growing economy, it is only natural that 
businessmen want as big a share of the market as they can 
get and that they will resent government restriction of 
their companies’ growth. However, an antitrust policy 
explicitly aimed at maintaining effective competition would 
make much more sense to the business community than 
one aimed at bigness as such. Its objectives and ground 
rules could be clearly set forth in terms that business un- 
derstands. Combined with an effective program to show 
why competition is essential to the future of capitalism, 
this kind of antitrust policy should find wide support 
among businessmen.” 


A Third View of the Economic Scene 


In a new book on the relations of government and busi- 
ness,*> Vernon A. Mund of the University of Washington 
devotes about half of the treatment to antitrust legislation, 
its rationale and its possibilities, with much reference to 
contemporary economic research and opinion. 

“The negative doctrine of a minimum amount of gov- 
ernment intervention in business,” says Professor Mund. 
“has been abundantly proved by experience to be falla- 
cious. When business is left alone to do as it pleases, it 
invariably develops all sorts of monopolistic devices to 
exclude competitors, curb production, and enhance the 
prices charged consumers. At the other extreme... with 
too much government the advantages of individual, inde- 
pendent, competitive enterprise—with its emphasis on effi- 
ciency, economy, vigorous selling, imaginative planning, 
and a careful regard for the fundamentals of demand and 
supply—may become stifled. . . . 


“What the optimum adjustment of government to busi- 
ness is—or should be—will vary from time to time and 
from industry to industry as conditions change and emer- 
gent needs arise. Government is an indispensable instru- 
ment of control, and the basic rule for its application 
should be that of promoting ‘the greatest good for the 
greatest number.’ 


4D. M. Keezer et al. Making Capitalism Work. New York, 
McGraw-Hill, 1950. $3.50. 


5V. A. Mund. Government and Business, New York, Harper, 
1950. $4.75. 
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“At the present time large corporate mergers, with con- 
siderable degree of monopoly power, have come to domi- 
nate the principal fields of business. This condition— 
directly and indirectly—has called forth greatly increased” 
government regulation. “Many new federal commissions 
have been established to exercise direct control in areas 
in which monopoly has been accepted. Intervention—in 
the form of minimum wages, ‘parity’ prices, and enforced 
collective bargaining—has been extended. . . . It is a trend 
which will probably strengthen in the years ahead. Busi- 
ness is big (largely as a result of corporate mergers) and 
is getting bigger ; and big business calls forth big govern- 
ment to curb its abuses... . 

“Almost everyone agrees that what people want is a free 
way of life, economic abundance, and social justice. . . . 
The maintenance of a system of private property, free in- 
itiative, and competition does not imply a policy of leaving 
things as they are. Rather it involves and requires vig- 
orous and far-reaching measures of intervention to protect 
the nation as a whole against exploitation and oppression 
by organized producers.” 


Another List of Proposals 


“Some of the principal remedial measures which have 
been proposed for the creation and maintenance of fully 
competitive methods of selling in areas not turned over to 
public price control or public ownership” are added by 
Professor Mund. They may be compared with the Twen- 
tieth Century Fund Committee's proposals. 

1. Effective enforcement of the antitrust laws by execu- 
tive action and all needed legislative support. 2. Dissolu- 
tion of financial mergers which restrain competition be- 
tween formerly independent and competing plants. 3. 
Unequivocal outlawing of geographic price discrimination 
by requiring f.o.b. mill prices, uniform to all buyers at the 
mill, with delivered costs differing according to the actual 
freight from the mill. 4. Requirement that industrial cor- 
porations controlling major sources of supply sell their 
products at posted prices to all customers offering cash or 
approved credit. 5. Adoption of federal incorporation 
legislation for all corporations engaged in interstate com- 
merce. 6. Restriction or complete outlawing of the hold- 
ing company device. 7. Provision of publicity on prices, 
sales, and supplies of the basic industrial commodities by 
some quasi-public organization—such as a commodity ex- 
change—or by the government itself. 8. Reduction of re- 
trictive tariffs monopolistic measure —to promote 
domestic abundance and to achieve a more balanced world 
economy. 9. Adoption of monetary and fiscal policies to 
aid in establishing income and employment levels. 10. 
Abolition of all special privileges and exemptions granted 
to organized business groups which cannot be defended on 
the principle of “the greatest good for the greatest num- 
ber.” 11. (a) Provision by legislative action (in lieu of 
antitrust prosecution) of rules for trade-union activity 
prohibiting uneconomic and restrictive abuses—such 
abuses as limitations on the use of more efficient methods, 
materials, and equipment ; restrictions on the entry of new 
firms and products; and the enforcement of illegally es- 
tablished product prices. (b) Requirement of some form 
of compulsory arbitration in key industries if voluntary 
arrangements fail. (c) Making of continuing studies in 
the field of labor with respect to the development of effec- 
tive institutions of control. 12. Adoption of sound mea- 
sures of conservation of nonrenewable resources—such as 
oil—and for continual renewal of all other resources. 


A Suggestion for Another Study 


We may conclude with another quotation from Mr. 
Surface’s comment in the Twentieth Century report: 

“The evidence is certainly clear from Department of 
Commerce reports that, in spite of all the furor raised 
about big business and monopoly, thousands of new busi- 
nesses of varying kinds are being established every day 
and that they are successfully competing with the so- 
called industrial giants. True, it may be a little difficult 
for a man with only an urge, but little money, to start in 
a large-scale mass-production industry such as the oil- 
refining business or to establish a new make of automo- 
bile. But is that necessary? Certainly there are many 
opportunities for him to go into a business that is com- 
mensurate with the finances he has or can obtain, and 
with his proven ability as a manager. 

“Furthermore, the existence of relatively large stable 
units in the mass-production industries, for example, has 
made it possible for literally hundreds of thousands of 
independent businesses to come into existence. These in- 
clude manufacturers supplying parts or materials to larger 
units and the many thousands of car dealers, repair shops, 
distributors, service stations, garages, and the like.” 


“An objective study is urgently needed that will con- 
centrate, not on the shortcomings of American business, 
but'on what it is that has enabled American companies, 
both large and small, to grow, to achieve commercial suc- 
cess, and to contribute to giving the American people the 
highest living standards in the world. It would seem to 
me that such a study might help to harmonize the interests 
of large and small enterprises.” 


A Catholic View of Antitrust Legislation 


In “The Yardstick” (January 22), a weekly release of 
the National Catholic Welfare Council, Rev. George G. 
Higgins questions the conclusions of the Twentieth Cen- 
tury Fund Committee (that antitrust legislation is a good 
thing and that it can be made to work effectively.” 

Indeed, he says (not referring to the authors), “the fact 
of the matter is that a large percentage of those who thus 
publicly support the philosophy of antitrust legislation 
(a) really don’t believe in it in theory and (b) violate it 
in practice—and with a good conscience—whenever they 
can safely do so. The average American, in this respect, 
is a curious combination of Jekyll and Hyde. Dr. Jekyll 
believes in free competition and pledges his undying loy- 
alty—at the drop of a hat—to the so-called ‘laws’ of the 
market and to legislation designed to implement them. 
Mr. Hyde, on the other hand, is very much afraid of the 
rigors of competition, and, while publicly supporting the 
philosophy of antitrust legislation, will go to the most 
ingenious lengths—in combination with his ‘competitors’ 
—to control the workings of the market.” And Father 
Higgins suggests that “there is more to be said for Mr. 
Hyde than there is for Dr. Jekyll—American mythology 
to the contrary notwithstanding.” 

He agrees, however, that “the antitrust policy is prob- 
ably necessary under present and foreseeable circum- 
stances” though “it isn’t by any means a sacred cow” and 
“sooner or later it will have to be reexamined.” Then, he 
believes, it “will be radically modified to permit and even 
encourage the right kind of interference with the ‘laws’ 
of competition in the interests of justice and the general 
welfare.” 


5333 Printed in U.8.A. 
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